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The poor in Bangladesh are more likely to belong to households with a larger number of dependents and lower education among household members, be engaged in daily wage labor, own little land, and be less likely to receive remittances. This poverty profile for 2005 is similar to the profile in the mid-1980s and hence at first glance it would appear that little has changed over time.
A closer look at national household survey data suggests a more nuanced story. This paper uses the latest two rounds This paper-a product of the Poverty Reduction and Equity Group, Poverty Reduction and Economic Management Network-is part of a larger effort in the department to monitor and analyze trends and determinants of poverty and inequality. Policy Research Working Papers are also posted on the Web at http://econ.worldbank.org. The authors may be contacted at akotikula@worldbank.org, anarayan@worldbank.org and hzaman@worldbank.org. of the Bangladesh Household Income and Expenditure Survey to decompose the micro-determinants of poverty reduction between 2000 and 2005, closely following a similar analysis using five earlier rounds of the Survey. The comparison of results shows that the spatial distribution of poverty seen in earlier decades has changed with time and the drivers of poverty reduction are different in several respects.
I. Introduction
Since the beginning of the 1990s, Bangladesh has witnessed robust economic growth, relatively stable inequality and consequently respectable rates of poverty reduction. The proportion of poor in 1990 was 59%, ten years later it had declined to 49%
and by 2005, due to a faster pace of poverty reduction, the headcount rate fell to 40% (World Bank 2008) . In this paper we analyze the factors that contributed to the substantial decline in poverty between 2000 and 2005 and compare it to what we know about the drivers of poverty reduction in earlier decades. Specifically we analyze the determinants of poverty using nationally representative household data from two different points in time (2000 and 2005) , examining the extent to which poverty reduction is explained by changes in attributes of households (including household and geographic factors) and changes in the returns to these attributes. We use the same decomposition methodology as Wodon (1999) , who used earlier rounds of the same dataset to assess the factors explaining poverty reduction in Bangladesh between 1983 Bangladesh between /84-1995 , in order to assess changes in the micro-determinants of growth and poverty reduction over time.
A specific question in this context relates to the role of geographic location in determining the economic status of households. Wodon (1999) and Ravallion and Wodon (1999) , using survey data from 1988 and 1992, had found a significant and sizable geographic effect on poverty in Bangladesh, with the most significant (and positive) impact arising from the location of a household in the greater Dhaka region. In other words, even after controlling for mobile characteristics of households, location of a household in the region surrounding the capital city of Dhaka had a positive and significant effect on household consumption, relative to being located outside this region.
3 This is despite the fact that Bangladesh is a small country in terms of land area and there are no administrative restrictions to migration, which would tend to equalize earnings across space. In the light of these findings, an important question our paper examines is whether the effect of geographic location on household welfare has changed in the 15 or so years since the early-1990s, and if so, in which direction.
In order to address the questions above, we apply a model specification that uses as a starting point the regression model used by Ravallion and Wodon. To provide a context for our analysis and illustrate the nature of economic and social transformation that occurred in Bangladesh during 2000-2005, we also discuss a range of poverty correlates and how they have evolved during this period. The paper is structured as follows. A profile of poverty, including a descriptive analysis of the correlation between consumption poverty, household characteristics and geographical location, are presented in Section II. Section III uses a multivariate regression framework to identify the relationships between household and geographic characteristics and poverty. Section IV examines the trends in the correlates of poverty over time, to analyze how changes in these characteristics and the returns to these characteristics may have contributed to poverty reduction. Section V concludes the paper, summarizing the main findings and identifying areas for further analysis.
The main data source for this study is the Household Income and Expenditure Survey (HIES), a household survey conducted by the Bangladesh Bureau of Statistics (BBS). The paper relies primarily on the 2005 round of HIES for poverty profile and determinant analyses; the 2000 HIES is used to make comparisons over time. The community survey of the HIES is also used to examine location-specific characteristics, such as access to market and services, infrastructure, and so forth. The 2001 Population
Census is used to obtain sub-district level variables measuring access to infrastructure.
Finally, data on microfinance coverage at sub-district (thana) level was obtained from the Palli Karma Sahayak Foundation (PKSF), the apex body for microfinance in Bangladesh. (Table 1) .
II. Trends in standard of
[insert Table 1 here]
Earlier work on poverty in Bangladesh shows that poverty and quality of housing is closely correlated. For example, households who live in houses with straw roofs are typically extremely poor (Hossain, 1995 percent. The increase appears to have come both from existing owners increasing their livestock holdings and from a higher number of households owning livestock.
The remaining part of Section II will profile poor households by factors that are likely to be associated with the likelihood of a household to be poor. The focus will 6 primarily be on factors that are relatively 'exogenous', that is, more likely to determine consumption levels rather than the other way around. The profiles are drawn in the form of bivariate cross-tabulations, while a multivariate analysis will follow in Section III.
Household demographics are typically closely associated with poverty. Crosscountry evidence suggests that larger households, and households with a large number of children, are more likely to be poor (Lanjouw and Ravallion, 1995) . In Bangladesh, poor households had a larger average household size than non-poor households in both 2000
and 2005 (Table 2 ). This is primarily because the average number of children in a poor household is higher than that in non-poor households, which leads to a significantly higher average dependency ratio for poor households. The correlation is found to be still significant, albeit weaker than what appears here, even if reasonable adjustments for economies of scale in household consumption were to be incorporated. (Table 2) . Table 2 suggests that the downward trend in household size is associated with a fall in the number of children in a household, indicating a fundamental demographic change rather than household splitting or migration. Aggregate evidence also supports this theory -the decline in household size is consistent with reductions in 1 A sensitivity analysis suggests that households identified as poor after reasonable adjustments for economies of scale in consumption have on average a larger household size and higher dependency ratio than non-poor households. The gaps between poor and non-poor, however, become narrower with scale adjustments -expected since such adjustment by definition raises the measured welfare of larger households.
7
annual population growth rate (from 2.9 percent in the 1970s to 1.5 percent currently) and total fertility rate (from 7 in 1975 to 2.7 in 2007).
The gender dimension of poverty turns out to be a more nuanced story. Poverty incidence appears to be slightly lower among households headed by women -femaleheaded households account for 8 percent of poor households but 12 percent of non-poor households (Table 2 ). However, it is important to distinguish between de facto and de jure female headed households (see Buvinic and Gupta, 1997 (Hossain 1995) . This is still true -the poverty rate when household heads work as agricultural wage labor and non-agricultural wage labor is 72 percent and 59 percent,
respectively, compared to a national poverty rate of 40 percent (Table 3) .
Land ownership is the most common targeting variable in anti-poverty programs in
Bangladesh given its close relationship with poverty particularly in rural areas. Poverty rate for the landless was 57 percent in 2005 compared to 24 percent for small landowners and 13 percent for medium/large landowners. There has been no significant change in land distribution in rural areas between 2000 and 2005. In both years, around 61 percent of households in rural Bangladesh had less than 0.5 acres of land -the commonly used targeting criteria for NGO programs. While poverty reduction has occurred among all land ownership groups, the reduction was progressively greater for higher land ownership. Poverty fell by 11 percent among landless households, compared to 38 percent among medium/large landowners (Table 3 ).
Foreign remittances have been a key driver of poverty reduction and its role appears to have grown over the past decade (Sharma and Zaman 2009 ). There is a strong positive correlation between the receipt of foreign remittances and household expenditures. The poverty rate among receivers of foreign remittances is 17 percent compared to 42 percent among the rest; domestic remittances are more evenly distributed among the poor and the nonpoor. There are stark geographic disparities in the incidence of foreign remittances.
Twenty-four percent of households in Chittagong and 16 percent of those in Sylhet received remittances from abroad in 2005, compared to less than 5 percent of households in Rajshahi, Khulna, and Barisal (Table 4 ). This disparity roughly mirrors the geographic distribution of poverty in Bangladesh in 2005.
[Insert Table 4 (Table 5 ). Moreover, sub-districts with higher growth in microfinance coverage experienced a higher rate of poverty reduction.
Two important caveats must be noted. Although the lack of data limits the scope for national level analysis, some of the earlier studies using smaller data sets have found a significant positive impact of microfinance on various dimensions of household welfare in Bangladesh. 3 While there are differing views among studies about whether microfinance has significant impact on poverty of member households (see Morduch 1999) , there is a broad consensus that microcredit improves welfare by reducing the variability of consumption of borrowers and cushioning the impact of income shocks on households.
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[Insert Table 5 here] Thus a number of household level characteristics -notably household size and composition, occupation and education of household head, ownership of land and whether the household receives foreign remittances or not -appear to be strongly associated with its poverty status. Below we examine these correlations in a multivariate framework, which is useful for quantifying the relative importance of each household/location attribute in influencing household consumption.
III. Determinants of poverty from multivariate regressions
Regressions of (log of) per capita expenditures -a proxy for household welfareon a set of household and location-specific attributes are run separately for urban and rural samples of HIES 2005 data. The regression specification is as follows:
Where y i is real consumption per capita and X i is a vector of independent variables that influence consumption. The independent variables contain household and location- evidence from an earlier study (Basu et al, 2001) . Households receiving remittances (foreign or domestic) tend to be better off than households that do not in both urban and rural areas. The coefficient on the dummy representing remittances from abroad is significant and about three times larger than that on domestic remittances. While there is substantial regional disparity in the incidence of external remittances (see section II), the regressions suggest that remittances have a significant correlation with household consumption even after controlling for the location of the household. These coefficients must however be treated with caution, given that the direction of the causality is unclear. Foreign migration in particular can require relatively large investment upfront that the relatively better off households are more likely to afford in the first place.
14 After controlling for household characteristics, location of a household in most of the regions is associated with lower consumption relative to Dhaka region (columns 1 and 3, Table A Given that some of the location-specific variables are highly correlated with each other, it is useful to look at their coefficients when they are introduced into the regressions one at a time (see Table A -2). Travel times to urban centers, which proxy access to markets, are important determinants of household welfare in rural Bangladesh.
Travel times to the nearest local market (Thana headquarter) and the largest urban market of the country (Dhaka) have the largest positive effects on rural household consumption.
The extent of electrification in the thana is associated with higher consumption, more strongly for rural areas than for urban areas (Table A- The caveats with the microfinance data discussed in Section II are relevant here, which imply that these correlations do not 7 The coefficient for thana level microfinance coverage is negative and significant for urban households. This is likely to be a spurious correlation -given the extremely limited coverage of MFIs in urban areas, it is hard to see how consumption of urban households would be impacted by microfinance expansion. The negative coefficient probably reflects a deliberate attempt by MFIs to expand coverage in areas that were poorer to start with (also see Annex, Table A-1).
constitute evidence that microfinance expansion had an impact on poverty reduction given our lack of household level microfinance access data. 
IV. Changes in poverty over time: results from a decomposition analysis

) + (u t+1 -u t ) ----------[1]
More specifically, we specify the linear regression equation (specified in section III above) for two different time periods, t and t+1, and then subtract the latter from the former to obtain:
(X i t+1 -X I t ) + (u t+1 -u t )-----------[2]
In most cases these two ways to decompose log(y i t+1 ) -log(y i t ) will give similar decomposition results, and this is borne out by the empirical results. In each version, the first term on the right hand side represents the effect of changing returns over time (holding characteristics constant) and the second term represents the effect of changing household characteristics (holding returns constant).
The decompositions suggest somewhat different stories for the rural and urban samples (see summary results in Table A of an increase in education endowments was particularly strong for urban households but the returns are negative for both rural and urban areas. In other words while a shift to higher levels of education is associated with improving welfare, the overall returns to education at each grade level appears to have declined. This is in contrast to Wodon's Changes in returns to household size, other demographic variables, land ownership and geographic location contributed more to the consumption growth of rural than urban households. The fact that a rise in returns to endowments played a significant role in rural poverty reduction suggests an improvement in the economic environment in rural areas.
findings from earlier survey rounds where he concludes that the returns to education of the household head in urban areas rose over time while they fell in rural areas.
For both rural and the urban households, the effects of changes in returns to occupations dominate that of changes in occupational characteristics. For rural households, the increases in returns to agricultural labor and farming are substantial and consistent with poverty reduction seen among households headed by an agricultural day laborer or farmer (see Table 3 ). This is consistent with Wodon's results from 1991 Wodon's results from -1996 where returns to agricultural occupations rose following a decline in the 1980s. For urban households, returns to non-agricultural daily labor and self-employment improved significantly, suggesting that rising labor incomes and increased earnings from nonfarm self-employment in urban areas contributed to reducing poverty.
Among urban households, the coefficients on remittances (domestic and foreign) increased sharply from 2000 to 2005, suggesting that a rise in 'returns' to remittances contributed significantly to urban consumption growth. Among rural households, both increase in remittances and returns to remittances had small contributions to consumption growth. These impacts are consistent with the findings of a recent study on the effect of remittances on household welfare in Bangladesh (Sharma and Zaman, 2009 
V. Conclusion
The poor in Bangladesh are more likely to belong to households with a larger number of dependents, lower education among household members, and with the household head engaged in daily wage labor. Poor households are also more likely to be landless or functionally landless and less likely to receive domestic or foreign remittances. Where a household is located geographically has a strong influence on its economic status. This poverty profile for 2005 is similar to the mid-eighties and hence at first glance it would appear that little has changed for the poor in Bangladesh.
A closer look at national household survey data suggests a more nuanced story. skewed between regions within the country. However, since neither factor was included in the earlier Wodon (1999) study of the micro-determinants of poverty reduction we cannot make direct comparison between our results and those from the past.
Looking ahead, what do the findings of this paper imply for policies to sustain and improve the pace of poverty reduction? Improving labor productivity in agriculture would be critical to raise earnings of agricultural wage workers who have a high incidence of poverty. Given the population pressure on land, achieving higher agricultural labor productivity would require accelerated growth in the non-agricultural sectors to absorb workers from low return agricultural wage employment. The relatively high returns to non-agricultural self employment underscore the importance of this sector for poverty reduction. The rise in returns from and growth of household-based nonfarm enterprises may be linked to the rapid spread of microfinance. Further improving the access to finance for small enterprises, particularly in urban areas where microfinance is less prevalent, is likely to spur their growth.
A fall in dependency ratios within households played a key role in reducing poverty between 2000 and 2005, indicating that sustaining Bangladesh's past successes in reducing fertility is crucial for poverty reduction. Raising education attainments will also have high dividends in terms of higher earnings and reduced poverty. This paper shows the clear link between household welfare and education of all household members, and not just that of the household head. As women's participation in the labor force increases, there are increasing economic benefits of women's education to the household -to complement the social and intra-household benefits associated with women's education.
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As education levels increase, the poor are also increasingly able to migrate out of agriculture daily wage labor into (predominantly) salaried employment in services.
Narrowing the economic gap between the growing and lagging regions of the country, which has increasingly taken the form of an east-west divide, would require interventions to improve endowments and returns to the endowments in the lagging parts of the country. Investments to improve human capital of the poor in lagging regions would enable them to access better opportunities in growing regions and improving credit access to household enterprises would enhance the availability of resources for investment. To raise returns to endowments, improving the investment climate for nonfarm enterprises in lagging regions would be crucial. This would require improving the availability and quality of infrastructure including roads and electricity. Furthermore,
given the important role played by remittances in reducing poverty, addressing the constraints faced by the poor, especially from lagging regions, to migration can be an area for policy intervention. 
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